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Nepal Becomes Member of Fund and Bank 


On September 6 the Kingdom of Nepal became a 
member of the International Monetary Fund and of 
the International Bank for Reconstruction and De- 
velopment. Nepal’s quota in the Fund is $7,500,000, 
and its subscription to the capital stock of the Bank 
is 100 shares with a total par value of $10,000,000. 

Seventy-three nations are now members of the Fund 


and the total of members’ quotas is $15,011,900,000. 
The Bank now has 71 members and a total subscribed 
capital of $20,279,800,000. 


Source: International Monetary Fund and International 
Bank for Reconstruction and Development, 
Joint Press Release, Washington, D. C., Sep- 
tember 6, 1961. 


New Par Value for Costa Rica’s Currency 


The International Monetary Fund has concurred in 
a proposal by the Government of Costa Rica for a 
change in the par value of the Costa Rican colén from 
5.615 colones to 6.625 colones per U.S. dollar. The 
new par value, expressed in terms of gold and in terms 
of the dollar of the weight and fineness in effect on 
July 1, 1944, is as follows: 0.134139 gram of fine gold 
per colén; 231.875 colones per troy ounce of fine gold; 
6.62500 colones per U.S. dollar; 15.0943 U.S. cents per 
colén. 


IBRD Bond Issue 


The International Bank for Reconstruction and De- 
velopment has arranged the sale, entirely outside the 
United States, of a $100 million issue of U.S. dollar 
bonds. The sale was made by private placement with 
53 institutional investors in 32 countries. 

The new bonds will be known as the “Two Year 
Bonds of 1961” and will bear interest at 4 per cent, 
payable semiannually, the first payment being due on 
March 15, 1962. The issue is dated September 15, 
1961 and matures on September 15, 1963. 

Total subscriptions received were more than double 
the principal amount of bonds to be sold. Purchasers 
included central banks, government special accounts, 
and privately owned commercial banks, insurance com- 
panies, and corporations in Argentina, Australia, Aus- 
tria, Belgium, Burma, Cambodia, Canada, Denmark, 
Ethiopia, Finland, France, Germany, Ghana, Greece, 
Iceland, Iraq, Israel, Italy, Japan, Libya, Luxembourg, 
Malaya, Mexico, Netherlands, Norway, South Africa, 
Spain, Sweden, Switzerland, Thailand, United King- 
dom, and Viet-Nam. 

The new issue replaces an equal amount of two 
year 4% per cent bonds placed outside the United 
States in September 1959 (see this News Survey, Vol. 


The Costa Rican Government is also effecting a sim- 
plification of its exchange system. The previous official 
market rate of 5.60 colones per U.S. dollar, which 
applied to most exports and 50 per cent of all imports, 
has been eliminated. All foreign payments, for imports 
as well as for invisibles and capital, are to be made at 
6.65 colones per U.S. dollar. Temporary export taxes 
are to be established on coffee, bananas, and sugar. 


Source: International Monetary Fund, Press Release, 
Washington, D. C., September 2, 1961. 


XII, p. 76). The total outstanding obligations of the 
Bank amount to about $2.3 billion, of which about $1.7 
billion is denominated in U.S. dollars and some $600 
million in Belgian francs, Canadian dollars, deutsche 


mark, Italian lire, Netherlands guilders, sterling, and 
Swiss francs. 


Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D. C., August 28, 1961. 


IBRD Loan to Costa Rica 


The World Bank on September 6 made a loan 
equivalent to $3 million to the Central Bank of Costa 
Rica to assist a program, begun in 1952, for the de- 
velopment of private industry in Costa Rica. Credits 
for the importation of capital goods through regular 
commercial channels will be extended by Costa Rica’s 
commercial banks, which in turn will receive credits 
for this purpose from the Central Bank. 

The loan is for 12 years and bears interest at 5% 
per cent per annum, including the 1 per cent commission 
which is allocated to the Bank’s Special Reserve. 
Amortization will begin on October 1, 1964. The loan 
is guaranteed by the Republic of Costa Rica. Six pri- 
vate banks are participating in the loan, without the 
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World Bank’s guarantee, for a total of $314,000. This 
amount represents the first two maturities of the loan, 
falling due in October 1964 and April 1965 respectively. 
The participating banks are Bank of America National 
Trust and Savings Association, San Francisco; The 
First National City Bank of New York; The Marine 
Midland Trust Company of New York; Crocker-Anglo 
National Bank, San Francisco; The First Pennsylvania 
Banking and Trust Company, Philadelphia; and Grace 
National Bank of New York. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
September 6, 1961. 


IDA Credits to China (Taiwan) and India 


The International Development Association (IDA) 
on September 6 extended a development credit equiva- 
lent to US$4.4 million to China (Taiwan), to help to 
finance a project for the expansion and improvement 
of water supply facilities in Taipei, the capital of 
Taiwan, and in eight suburban communities. The proj- 
ect, whose total cost is estimated at about US$11.4 
million, provides for a river-water pumping station and 
pipeline, a new filtration plant with an estimated ca- 
pacity of 200,000 cubic meters a day, reservoirs at two 
sites, a substantial increase in the distribution system, 
and at least three new deep wells. The Chinese Gov- 
ernment will relend the credit to the Taipei Water 
Works, an agency established under the jurisdiction of 
the Taipei City Municipal Council to supply water in 
the Taipei area; it is to be repaid over a period of 23 
years, on conventional terms. Water rates to be charged 
to consumers will be sufficient to cover operating costs, 
debt service, and a portion of future expansion costs. 

Also on September 6, the IDA extended a develop- 
ment credit equivalent to $6 million to India for the 
expansion of tubewell irrigation in the State of Uttar 
Pradesh, one of the country’s most important agricul- 
tural regions (the State now produces about a third of 
India’s wheat and sugar and about half the barley 
crop). The project—whose total cost is estimated at 
the equivalent of $12 million—provides for the drilling 
and equipping of 800 tubewells during the first three 
years of the Third Five Year Plan, for the irrigation of 
320,000 acres of land in Uttar Pradesh. The economic 
benefits are expected to be substantial: the increase in 
the gross annual value of farm production in the area 
should be about double the total cost of the project. 
The charges to be paid by the water users should be 
sufficient to pay off the cost of the project over about 
29 years. This is the second credit granted by the IDA 
to India, the first being one of $60 million in June 1961 
(see this News Survey, Vol. XIII, p. 189). 

Each of these credits is for a term of 50 years, in- 
terest free, and is repayable in foreign exchange. Amor- 


tization will begin after a grace period of 10 years: 1 
per cent per annum of the principal will be repayable 
for 10 years and 3 per cent will be repayable each year 
for the final 30 years. A service charge of % of 1 per 
cent per annum on the amounts withdrawn and out- 
standing will be made to meet IDA’s administrative 
costs. 


Sources: International Development Association, Press 


Releases, Washington, D. C., September 6, 
1961. 


Amendment of IFC Charter 


The Board of Governors of the International Finance 
Corporation (IFC) has adopted a resolution amending 
the charter of the Corporation to enable it to make 
equity investments. This will not, however, change the 
Corporation’s established policy of exercising no con- 
trol over, and not participating in, the management 
of any enterprise in which it invests. 

IFC expects that the right to invest in equities as 
well as to make loans will, by increasing the flexibility 
of its financing, enable it to a greater degree to meet 
the varying needs of private enterprise in the develop- 
ing countries and to attract private investors to partici- 
pate in its investments. IFC will also be able to assist 
directly in the growth of capital markets in these coun- 
tries by underwriting share issues pending their sale 
to the public. 


Source: International Finance Corporation, Press Re- 
lease, Washington, D. C., September 5, 1961. 


Europe 


U.K. Wage Freeze 


The Government of the United Kingdom has ex- 
tended its enforcement of the so-called “pay pause,” 
already announced for a million government employees 
(see this News Survey, Vol. XIII, p. 250), to half a 
million health service employees and three and a half 
million workers whose wages are statutorily controlled 
through 60 wages councils. 

The Ministry of Labor has stated that, on the direc- 
tion of the Minister, a letter has been sent to the 
Secretary of Wages Councils asking him to place before 
those councils that are considering changes in statutory 
minimum wage rates, the statement made by the 
Chancellor of the Exchequer to Parliament on July 25. 
The letter expresses the Minister’s hope that all councils 
will take full account of the Chancellor’s statement 
when considering whether to submit proposals for the 
revision of wages to him. The Times says that the clear 
implication of the letter is that any proposal submitted 
to the Minister will be referred back to the councils for 
reconsideration. The Minister has no power to reject 
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or vary the proposals, but there is nothing to prevent his 
referring them back each time they are resubmitted 
until the “pay pause” is officially ended. 


Source: The Times, London, England, August 17, 
1961. 


Norwegian Export Credit Guarantees 


A few months ago the Norwegian Parliament doubled 
the total of authorized export credit guarantees from 
NKr 150 million to NKr 300 million ($42 million). 
Already by July 1, NKr 200 million had been committed 
and before long all will have been used. 

The system of export credit guarantees has grown 
rapidly: commitments of NKr 32 million were under- 
taken in 1957, NKr 52 million in 1958, NKr 76 million 
in 1959, and NKr 116 million in 1960. Until recently 
most of the guarantees covered short-term credits 
granted in connection with exports of finished and semi- 
finished goods; guarantees were also provided for Nor- 
wegian engineering contracts abroad. Now, however, 
there is an increasing demand for credit insurance 
covering capital goods exports. This often involves 
sizable amounts, and credit terms tend to run up to 
five years. 


Source: Norwegian Information Service, News of Nor- 
way, Washington, D. C., August 31, 1961. 


Norwegian Power Project 


On August 22, the first of four 100,000-kilowatt 
generators was started up in Plant I of the Tokke (Nor- 
way) power project, the largest in northern Europe. 
When fully developed in 1965, the five power plants 
in the project will have a capacity of 875,000 kilowatts 
and an annual output of 3.75 billion kilowatt-hours. 
The work on the project involves regulating and 
harnessing the Tokke and Vinje Rivers, which have their 
head waters about 160 miles west of Oslo. To convert 
mountain lakes into reservoirs, 30 dams will have to be 
built. Some 65 miles of tunnels are to be blasted out 
of rocks. 

The total cost of the project, including transmission 
lines, is estimated at NKr 753 million ($105 million). 
So far, construction of three of the five power plants 
has been authorized by the Parliament. The project is 
partly financed by two loans from the World Bank, 
totaling $50 million, granted in 1956 and 1960 (see 
this News Survey, Vol. XII, p. 594). The Norwegian 
Government has raised NKr 240 million through do- 
mestic bond issues; some 200 municipalities will be 
entitled to draw 6,000 kilowatt-hours for each bond 
they have bought. 


Source: Norwegian Information Service, News of Nor- 
way, Washington, D. C., August 31, 1961. 


Economic Situation in Sweden 


According to the latest quarterly review by the 
Swedish National Institute of Economic Research, total 
demand in Sweden is expected to increase sharply in 
the second half of 1961. In consequence, some de- 
terioration in the balance of payments position—which 
so far this year has been favorable—seems unavoidable, 
in spite of the fact that production may be expected 
to continue to expand considerably, mainly as a result 
of productivity increases. 

On a seasonally adjusted basis, the volume of ex- 
ports in both the first and second quarters of 1961 was 
below the high level reached in the fourth quarter of 
1960. However, this decline was due partly to lower 
exports of some woodpulp products; as production con- 
tinued unabated there was a sharp increase in inven- 
tories of these products. For 1961 as a whole, however, 
the volume of exports is expected to be about 5 per 
cent higher than in 1960, i.e., somewhat less than 
estimated in the revised national budget. 

In the first half of 1961, private consumption re- 
mained at the high level reached in the last quarter of 
1960. It is estimated that incomes will increase to such 
an extent in the second half of the year that the volume 
of consumption will be about 1% per cent higher than 
in the first six months. As to private investment, in- 
vestment in housing may increase by about | per cent 
in the second half of 1961, but industry’s investments 
in buildings appear to have reached a peak. 

It is probable that in the remainder of 1961 the high 
level of activity in the capital goods industries—with 
the exception of iron and steel—will continue, while the 
consumer goods industries will experience a sharp in- 
crease in demand. In the latter sector, capacity may be 
more fully utilized. Indications are that the increase 
in demand will be especially sharp in the fourth quarter, 
and if, contrary to expectations, the export prospects 
for the forest industries should improve this year, the 
pressures in the economy would be general and exceed- 
ingly high. However, this may not necessarily mean 
that the expected deterioration in the balance of pay- 
ments would be further accentuated, since the increased 
pressure would come from a sharp rise in exports. 


Svenska Dagbladet, 
August 31, 1961. 


Source: Stockholm, Sweden, 


Netherlands Banks’ Reserve Ratios 


Because of the tightening of the money market in the 
Netherlands arising from payments totaling f. 300 mil- 
lion for the recently issued government loan (see this 
News Survey, Vol. XIII, p. 250), the Nederlandsche 
Bank has reduced the banks’ cash reserve ratio from 
10 per cent to 8 per cent for the period August 22 to 
September 21. It is estimated that this has curtailed 
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the amount which the banks must hold in interest-free 
deposits by about f. 170 million. 

The reduction was unexpected, since the banks’ de- 
posits on August 16 stood at about f. 977 million and 
Treasury bills maturing in the period January to April 
1962 were eligible for subscriptions to the loan. How- 
ever, the market has to face heavy tax payments in the 
coming months, and there are hardly any Treasury bills 
falling due in September. This might have caused the 
liquidation of short-term investments abroad, which 
the Nederlandsche Bank hopes to avoid. 


Source: De Tijd-Maasbode, Amsterdam, Netherlands. 
August 16, 1961. 


Economic Conditions in Greece 


Economic activity in Greece continued at a satis- 
factory pace during the first six months of 1961. The 
gross national product rose by 8-9 per cent, a rate con- 
sidered likely to be maintained for the whole year. In 
1960 the gross national product rose by 4.4 per cent; the 
Greek development program calls for a yearly expansion 
of 6 per cent. In agriculture, the volume of production 
and total income will be considerably higher than last 
year; the improvement in income is estimated at 8-9 
per cent. The wheat crop will be about the same as last 
year, but, in accordance with the Government's efforts 
for structural change and diversification of agricultural 
output, larger crops are expected for a variety of items, 
in particular cotton. The tobacco crop is estimated to 
reach 78,000 tons and to be of good quality. Produc- 
tion of olive oil will be 170,000 to 180,000 tons. In 
May 1961 social insurance, including old-age pensions 
and medical and hospital treatment, was introduced 
for the entire rural population (half of the total popu- 
lation). This insurance is combined with coverage 
against risks of crop damage 

Industrial production during the first six months of 
1961 rose by 7 per cent; for the whole year an 8 per 
cent expansion is expected. Progress was made in pro- 
moting the industrialization of the country, and a num- 
ber of important development projects are under way. 
Investment activity is buoyant, as is evidenced by a 
25 per cent increase in long-term loans, a 16 per cent 
increase in cement consumption, and a 35 per cent 
increase in imports of machinery, compared with the 
first half of 1960. Unemployment in May 1961 was 22 
per cent below the figure for May 1960. 

The wholesale price index fell by 2 per cent during 
the first half of 1961, although it was still 2 per cent 
above that of June 1960. The consumer price index 
fell by 1 per cent, to somewhat less than 2 per cent 
above the index for June 1960. Governmental measures 
taken in the fall of 1960 to counteract the upward move- 
ment of prices thus proved successful. These measures 
included additional imports of olive oil and other food- 
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stuffs, sales of gold on the domestic market, and a 
tightening of credit policy. Improved confidence in 
the drachma was reflected in a 20 per cent increase in 
savings deposits between June 1960 and June 1961, as 
well as in the success of recent bond issues by the 
Government and the Public Power Corporation. 


Financial Developments 


The money supply in June 1961 was 2 per cent be- 
low the level of December 1960, but remained 14 per 
cent above the figure for June 1960. The decline in 
1961 has occurred because public sector revenues have 
exceeded expenditures, leading to a considerable decline 
in advances outstanding to the Central Government, 
and because of higher imports, which gave rise to a 
net sale of foreign exchange and increased utilization of 
foreign credits. Commercial bank credit increased by 
12 per cent during the first half of 1961; in June 1961 
it was 26 per cent higher than in June 1960. Total 
credit granted to the economy, however, expanded at a 
slower rate. 

The 1961 budget (calendar year) provides for a con- 
siderable increase in expenditures; those under the pub- 
lic investment program are to increase by 35 per cent. 
The planned deficit is more than one third larger than 
in 1960; however, actual collections have so far proved 
to be considerably higher than revenue estimates. The 
eventual deficit will be financed by U.S. and German 
counterpart funds and internal borrowing. 

During the first six months of 1961, compared with 
the same period in 1960, Greek exports rose by 9 per 
cent, to $104 million, and gross receipts from invisibles 
by 17 per cent, to $150 million. Tourist facilities are 
being expanded, and receipts from tourism during the 
first five months of the year rose by 36 per cent; for 
the entire year, receipts of some $70 million are ex- 
pected (1960: $51 million). The fleet registered under 
the Greek flag increased during the last twelve months 
by 23 per cent, to 5.8 million tons in June 1961. 
Receipts from shipping during the first five months 
of 1961 exceeded those from tobacco exports; shipping 
is expected to earn $95 million in 1961 (1960: $76 
million). Imports in the first half of 1961 were valued 
at $265 million, 15 per cent higher than in the cor- 
responding period of 1960. The terms of trade im- 
proved as a result of both declining import prices and 
rising export prices. Foreign exchange reserves de- 
creased slightly. 

The treaty associating Greece with the European 
Economic Community (EEC), signed in July 1961, 
provides for $125 million financial aid to Greece for 
the first five years of association, to be channeled 
through the European Investment Bank. Loans are to 
be made in accordance with the Bank’s rules and prac- 
tices, except that the repayment period may be for up 
to 25 years and interest will be subsidized by the EEC. 
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The loans will help in the financing of such projects 
as road building, water schemes, power development, 
and industrial enterprises. During the negotiations, the 
Greek Government declared its intention to continue its 
efforts to arrive soon at a settlement of Greece’s unpaid 
prewar public debt; recent reports that the EEC credit 
was connected with an understanding to this effect 
were, however, denied by the Greek authorities. (For a 
report on the draft agreement between Greece and the 
EEC, signed in Brussels on March 30, see this News 
Survey, Vol. XIII, pp. 113-14.) 


Sources: To Vima, July 30, 1961 and August 1, 1961, 
Naftemboriki, August 26, 1961, Bank of 
Greece, Monthly Statistical Bulletin, August 
1961, and National Bank of Greece and 


Athens, Greece Today, August 1961, Athens, 
Greece. 


Africa 


Increase in Kenya's Farm Exports 


The value of exports of farm produce from Kenya 
in 1960 totaled $98.6 million. This figure, the highest 
on record, was reached despite drought in several areas, 
which caused serious losses of livestock and corn. 
Arabica coffee (valued at $28.7 million) was the most 
important export, followed by sisal ($12.8 million) 
and tea. 

Farms operated by Europeans and sugar plantations 
operated by Asians provide about 80 per cent of 
Kenya’s farm revenue. African farms are, however, 
steadily increasing their share of the market. It is esti- 
mated that in 1961 African farmers will produce about 


22 per cent of the country’s coffee, compared with 
practically none ten years ago. 


Source: International Federation of Agricultural Pro- 
ducers, /FAP News, Paris, France, and Wash- 
ington, D. C., August 1961. 


South African Gold Production 


Gold production in South Africa in June 1961 de- 
clined by 4,025 fine ounces from the record level at- 
tained in May, to 1,923,452 fine ounces, as a result 
of the shorter working month; the average daily out- 
put of 73,979 fine ounces was 2,591 fine ounces higher 
than in May and 4,253 fine ounces higher than in 
June 1960. Because of an increase in the average 
basis of valuation, from R 25.05 per fine ounce in May 
to R 25.10 per fine ounce in June, the value of total 


production remained virtually unchanged at R 48.3 
million. 


Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
August 1961. 


South African Reserves 


The South African Reserve Bank’s holdings of gold 
and foreign exchange reached a low point of R 142 
million ($199 million) on June 16, 1961, after declin- 
ing by R 173 million in the previous 17 months. The 
main cause of the decline was an outflow of private 
funds following racial disturbances early in 1960 (see 
this News Survey, Vol. XII, p. 466). 

Since June 16, reserves have increased steadily; they 
reached R 174 million on August 25. The improve- 
ment is largely attributable to the import and capital 
controls imposed in the second quarter of 1961 (see 
this News Survey, Vol. XIII, p. 196). The South 
African foreign trade balance has also improved; in 
the first 7 months of 1961 exports, at R 541 million, 
were R 13 million higher than in the corresponding 
period of 1960 and imports, at R 623 million, were 
R 46 million lower. 


Sources: Financial Mail, Johannesburg, South Africa, 
August 11 and 25, 1961; The Times, Lon- 
don, England, August 31, 1961. 


Far East and Australasia 


India’s Third Five Year Plan 


On August 7, India’s Minister for Planning presented 
to the Lower House of Parliament a definitive report 
on the Third Five Year Plan (April 1961-March 1966). 
It envisages a total expenditure of Rs 116 billion ($24 
billion), Rs 75 billion in the public sector and Rs 41 
billion in the private sector. The expenditure in the 
public sector includes an investment of Rs 63 billion 
and a current outlay of Rs 12 billion. The earlier 
draft outline of the Third Five Year Plan, published on 
July 6, 1960, had provided for a total outlay of Rs 112.5 
billion, of which Rs 72.5 billion would be in the public 
sector and Rs 40 billion in the private sector (see this 
News Survey, Vol. XII, p. 421, and Vol. XIII, p. 46). 
These figures may be compared with an estimated total 
expenditure of Rs 77 billion (Rs 46 billion in the public 
sector and Rs 31 billion in the private sector) during 
the period of the Second Plan. 

The Third Plan allocates 25 per cent of all public 
and private investment to organized industry and min- 
erals (compared with 23 per cent in the Second Plan); 
17 per cent to transport (21 per cent); 16 per cent to 
social services (19 per cent); 14 per cent to agricul- 
ture and community development (12 per cent); 10 
per cent to power projects (7 per cent); 8 per cent to 
inventories (8 per cent); 6 per cent to major and 
medium irrigation projects (6 per cent); and 4 per 
cent to village and small industries (4 per cent). It 
aims at a 30 per cent increase in national income and 
a 17 per cent increase in per capita income in five 
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years, compared with 42 per cent and 16 per cent, 
respectively, during the ten years covered by the First 
and Second Plans. 

Among the Third Plan’s major targets are the fol- 
lowing: a 32 per cent increase in the production of 
foodgrains, to 100 million tons by 1965-66; a 70 per 
cent increase in industrial output; a 70 per cent rise in 
petroleum production, to 9.9 million tons; a 76 per cent 
rise in coal production, to 97 million tons; a 180 per 
cent rise in iron ore production, to 30 million tons; a 
163 per cent rise in steel ingot production, to 9.2 mil- 
lion tons; as well as substantial increases in the produc- 
tion of aluminum, machine tools, and sulphuric acid, 
and also in electric power capacity. 

It is estimated that the increase in the labor force 
during the Third Plan period will be roughly 17 million. 
Of these, the Plan may provide employment for about 
14 million—10.5 million outside agriculture and 3.5 
million in agriculture. 


Financing the Plan 


The financing of the outlay of Rs 75 billion in the 
public sector is estimated as follows (in billions of 
rupees): loans from the public, 8.0; small savings, net, 
6.0; balance from revenues on the basis of existing 
taxation, 5.5; contribution of the railways on the exist- 
ing basis, 1.0; surpluses of other public enterprises on 
the existing basis, 4.5; provident funds, net, 2.65; steel 
equalization fund, net, 1.05; miscellaneous capital re- 
ceipts, 1.7; additional taxation, including measures to 
increase the surpluses of public enterprises, 17.1 (com- 
pared with 16.5 in the draft outline and 10 during the 
Second Plan); budgetary receipts corresponding to 
external assistance, 22.0; and deficit financing, 5.5 
(compared with 11.75 during the Second Plan). 

The foreign exchange requirements of the Third 
Plan are placed at Rs 32 billion ($6.72 billion), in- 
cluding Rs 5 billion for amortization of capital and 
interest payments; Rs 6 billion of assistance under U.S. 
Public Law 480 is allowed for. Export receipts are 
placed at Rs 37 billion (against Rs 34.5 billion in the 
draft outline and Rs 30.6 billion in the Second Plan) 
and are expected to meet the import requirements for 
maintenance and other purposes. 


Sources: The Times of India, Bombay, India, Au- 
gust 8, 1961; The Hindu Weekly Review, 
Madras, India, August 14, 1961. 


Indian State Government Loans 


Thirteen State Governments in India have announced 
the issue of 4% per cent loans, totaling Rs 800 million 
($168 million) and redeemable at par in September 
1972. Two are being issued at par, and the other 11 at 
either Rs 99.75 or Rs 99.50. The current and re- 
demption yields for the loans issued at Rs 99.75 are 
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4.26 per cent and 4.28 per cent, respectively; the cor- 
responding yields for the loans issued at Rs 99.50 are 
4.27 per cent and 4.31 per cent. 

All the loans opened for subscription on September 4 
and will close on September 9. Subscriptions may be in 
the form of cash, but specified outstanding loans of the 
respective States, amounting to Rs 129 million, will also 
be accepted for conversion at par. 


Sources: The Hindu, Madras, India, August 14, 1961; 


The Times of India, Bombay, India, 
August 15, 1961. 


Thailand's Budget, 1961-62 


The Constituent Assembly of Thailand has approved 
in principle the Government’s appropriation bill for 
the new fiscal year beginning October 1, 1961. (The 
current budget covers the first nine months of 1961, 
representing a transition from the calendar year budgets 
formerly in use—see this News Survey, Vol. XII, p. 
614.) The bill calls for total expenditures of B 8.88 
billion and revenue of B 7.42 billion, leaving a deficit 
of B 1.46 billion, equivalent to 16 per cent of total 
expenditures, to be financed by borrowing from the 
Bank of Thailand and from other sources. 

An amount of B 1.5 billion (17 per cent of total 
expenditures) has been allotted to the Ministry of De- 
fense. Other leading appropriations are those for the 
Ministries of Education and Interior, amounting to 16 
and 15 per cent, respectively, of the total. Commit- 
ments for debt service comprise about 14 per cent of 
expenditures. Most of the remaining expenditures are 
for the various economic ministries and state enter- 
prises. Of the total estimated receipts, tax revenues 
account for 93 per cent, of which direct taxes constitute 
about 8 per cent. 


The Bangkok Post, 
August 17, 1961. 


Source: Bangkok, Thailand, 


Tax Increases in Viel-Nam 


The National Assembly of Viet-Nam has approved a 
bill providing for a 20 per cent increase in the produc- 
tion tax levied on imports: on essential imports the 
tax rate will be raised from 15 per cent to 18 per cent; 
on luxury imports, from 35 per cent to 42 per cent; 
and on all other imporis, from 25 per cent to 30 per 
cent. Other features of the bill include lowering the 
exemption base by applying the 6 per cent production 
tax to all local business and industry with gross sales 
of VN$300,000 and over, instead of VN$500,000 and 
over; removal of the exemption from the production tax 
formerly given to sugar producers; raising the tax on 
radi) tubes to VN$30 a unit; and the imposition of a 
24 per cent tax on royalties paid to foreigners on patents 
and copyrights. 





INTERNATIONAL FINANCIAL NEws SuRVEY, VOL. XIII, No. 35, September 8, 1961 279 


These tax measures, together with increases in im- 
port duties (see this News Survey, Vol. XIII, p. 271), 
follow the recommendations of a group of experts of 
the Ministry of Finance. Recommendations by a joint 
U.S.-Vietnamese Special Financial Group include fur- 
ther reforms and measures for improving the conditions 
for economic development. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., August 28, 1961. 


Foreign Trade of Netherlands New Guinea 


The imports of Dutch New Guinea in 1960 aggre- 
gated NG f. 86.2 million (1959: NG f. 71.2 million), 
while exports realized only NG f. 23.2 million (1959: 
NG f. 14.2 million), leaving a deficit of NG f. 63 
million, compared with NG f. 57 million in 1959. 

Imports came mostly from the Netherlands (NG f. 
37.9 million) and Singapore (NG f. 17.9 million); 
two thirds were consumer goods. The main export 
outlets were Australia (NG f. 5.6 million, against 
NG f. 6.8 million in 1959) and Japan (NG f. 5.2 
million, against NG f. 5.1 million). The main export 
to both countries was petroleum. Next to petroleum, 
the chief export was copra, sales of which realized 
NG f. 3 million, the Federal Republic of Germany 
being the main buyer. 


Source: De Tijd-Maasbode, Amsterdam, Netherlands, 
August 19, 1961. 


Decimal Currency in Australia 


The Treasurer of Australia, Mr. Harold Holt, has an- 
nounced that no definite date for the introduction of 
decimal currency in Australia will be decided at present. 
The Decimal Currency Committee had recommended 
its introduction by February 1963 (see this News Sur- 
vey, Vol. XII, p. 483). The Treasurer said that further 
investigation would be necessary and that the public 
and the business community would be given ample 
notice of the Government’s plans. 


Source: The Sydney Morning Herald, Sydney, Aus- 
tralia, July 17, 1961. 


Western Hemisphere 


Canadian Industrial Production 


The seasonally adjusted index of industrial produc- 
tion in Canada advanced 1.9 per cent in June, to a 
level equal to the previous peak attained 18 months 
earlier. The rise reflected an increase of 2.8 per cent 
in manufacturing, which was only partially offset by 
declines of about | per cent in both mining and electric 
power and gas utilities. Production of both nondurable 


and durable goods advanced appreciably. Gains were 
widespread among major industries. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, August 24, 1961. 


Economic Planning in Mexico 


In order to accelerate the process of raising the 
standard of living in the country, the Mexican Gov- 
ernment has instructed the government departments, 
decentralized entities, and state enterprises to intensify 
their efforts: (a) to define economic and social policies 
appropriate to the most rapid economic development 
compatible with the national interest and the well-being 
of the population; (b) to estimate the level and structure 
of investments and expenditures necessary for a satis- 
factory rate of economic growth; (c).to prepare. plans 
for social and economic developments, with specific 
targets and the methods to achieve them; (d) to pre- 
pare plans for the integration of the national economy 
and the development of backward areas; (e) to coordi- 
nate the activities of public sector entities and the pri- 
vate sector; and (f) to promote any reforms that may 
be necessary in the structure and operations of the 
public administration. 


Source: Confederaci6én de 
Comercio, Carta 
August 5, 1961. 


Camaras 
Semanal, 


Nacionales de 
Mexico, D.F., 


Ecuador's Reasons for Changing Par Value 


The par value of the Ecuadoran sucre was changed 
in July 1961 from S/ 15 to S/ 18 per U.S. dollar (see 
this News Survey, Vol. XIII, p. 217). The President 
of the Monetary Board has stated that the official ex- 
change rate of 15 sucres to the U.S. dollar used until 
July 13 was unrealistic and helped to encourage contra- 
band exports of products such as cacao and coffee, with 
a corresponding loss in foreign exchange to the Central 
Bank. The Government’s principal reasons for sup- 
pressing the multiple official rate system in operation 
since 1947 and adjusting the parity of the sucre to its 
present value were to have a uniform basis for the 
calculation of ad valorem import duties; to ensure a 
fairer return to the exporter through a single higher 
official rate for the conversion of earnings from exports, 
while retaining flexibility to encourage certain exports 
by means of varying taxes; and to protect the interests 
of foreign investment, which is considered indispensable 
for economic development. Taxes on certain commodi- 
ties were reduced so as to compensate for the possible 
increase in the domestic price of imported articles re- 
sulting from the new rate. 

To ensure the success of the new measures, the Mone- 
tary Board stated that every effort would be made to 
restore the confidence of the public, that the Central 
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Bank would rely on foreign aid rather than on bond 
issues to finance development, and that government 
expenditure would be restricted by cutting imports for 
public agencies to a minimum. 

The Minister of Economy, for his part, has stated 
that the adverse trend in the terms of trade was the 
underlying factor in the country’s present difficulties. 
The lower prices paid in international markets for 
Ecuador’s leading exports represented an annual loss 
of $25 million, while the steady rise over the last decade 
in the prices of imports had increased costs by about 
$20 million a year. In a report submitted to the Cabinet 
one month before the change in par value, while he was 
still chairman of the Junta de Planificacién y Coordina- 
cién Econémica, the Minister of Economy pointed out 
three errors of judgment which had also contributed to 
the present unfavorable situation: (1) the failure to 
adopt a single rate of exchange in September 1960, 
when the country’s foreign exchange reserves were at 
a peak level of S/ 550 million, thus allowing specula- 
tive imports of the order of $11 million to take place 
without restrictive measures being imposed; (2) the 
unwise authorization granted to cacao exporters to sell 
their foreign exchange earnings in the free market, 
without balancing the loss to the Central Bank of some 
$25 million a year by transferring an appropriate num- 
ber of commodities from List I to List Il; and (3) the 
untimely intervention by the Central Bank in the free 
market when loss of confidence in the handling of the 
exchange situation had already provoked a substantial 
flight of capital. 


Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, 


August 12, 1961. 


Economic Situation in Peru 


Peruvian exports were $175 million in the first five 
months of 1961, mr 16 per cent higher than in the cor- 
responding period of 1960, whereas imports were $180 
million, or 22 per cent higher than in the same period 
of 1960. The traye deficit, however, hardly affects the 
balance of paymen;s, since a significant share of imports 
consists of capital goods financed by other countries. In 
fact, Peru’s foreign exchange resources, including $30 
million of stand-by credit from the International Mone- 
tary Fund, equal three months’ imports (about $108 
million), which is generally considered as an adequate 
level of reserves. (See also this News Survey, Vol. XIII, 
p. 231.) 

Severe credit restrictions have been imposed on the 
banks in order to neutralize the inflationary effect of 
the increase in money in circulation created by central 
bank purchases of foreign exchange. Fiscal restraint 
has also helped to keep inflationary pressures under 
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control. Nevertheless, prices have risen by about 4 per 
cent in 1961, mainly as a result of commercial bank 
credit expansion being in excess of the increase in 
production, and because of successive wage increases 
of 15 per cent or more. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
August 2, 1961. 
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